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ABSTRACT 
The central r o l e of education f o r economic and soc ia l deve-
lopment has never been questioned. Indeed, most economists and other 
soc ia l s c i en t i s t s would probably agree that i t i s the human resoures 
o f a nat ion, not i t s cap i ta l nor i t s material resources, that u l t imate ly 
determine the charactor and pace of i t s economic and soc ia l development. 
A l l countr ies have committed themselves, there fo re , to the goa ls of: 
"un iversa l " primary education in the shortest poss ib l e time. As a 
r e su l t , a g reater percentage of government budgets in the Third World 
countr ies has been a l l oca ted to education since the 1 960s to the present. 
Even though education i s widely recognized as a mojor f o r c e 
f o r promoting scio-economic development, and educational expenses are 
a f t e r the most important item in developing countr ies budgets, education 
i s not contr ibut ing a l l i t can to development. In add i t i on , developing 
countr ies l i k e Kenya are f ac ing a mounting demand f o r more and be t t e r 
education, Adequate f inancing i s required to produce greater qua l i t y and 
equal i ty within the educational system and constant pressures are being 
appl ied to provide addi t iona l resources f o r the sector , 
to 
The purpose of th is paper is/enquire into the real p o s s i b i l i t y 
o f the Republic o f Kenya of cost ing and f inancing her educational ob j e c -
t i v e s in the 1980s and beyond, bearing in mind the high l e v e l o f expen-
dure that has already been reached, the constant r i s e in unit costs , 
increa t ing ra te o f unemployment, the implementation o f 8-4-4 system and 
the increasing competit ion within the s ta te budgets themselves that 
education w i l l probably encounter in the future from the fanancing of 
product ive invest iments, debt se rv i c ing and other p red i c tab l e expendi-
tures, The research proposal , the re fo re , aims at 
( a ) Studying the real weight o f probable f i n a c i a l constra ints on the 
development of Kenyan educational system upto the year 200} 
( b ) Inves t i ga t ing the var ious cost ing and f inancing methods, l i k e l y to 
augment resoures and to de f ine a s t ra t i g y of education a t cost ing and 
f inancing more c l o se l y adapted to soc ia l and economic r e a l i t i e s of the 
Kenyan soc ie ty and 
(©) analyzing cer ta in a l t e r n a t i v e solut ions capable, by reducing costs 
or improving the e f f i c i e n c y of the teaching process, l ead ing to a be t t e r 
balance between educational target and the resources a va i l ab l e f o r them. 
Suggested areas forpresent and future research are discussed; they 
include the sources of f i nanc i a l resources, equity and e f f i c i e n c y consi -
derat ions in f inanc ing , ways and means of improving e f f e c i ency the ro l e 
and impact of Students l oan « in Kenya, public and 'pr i va te schools in 
Kenya, cost ana lys is , data c o l l e c t i o n improvement, and Kenyan economic 
performance and the f inancing of education. 
IDS AT? 448 
1 , Introduction 
Education has long been recognized as 9 central element in 
development. When the developing countries began the ir dr ive f o r 
social and economic development nearly three decades ago, education 
was perceived as a means not only of ra is ing p o l i t i c a l and social 
consciousness, but also 0:" increasing the number of sk i l l ed workers 
and rais ing the l e v e l of trained manpower (World Bank,.1980, 1986) , 
These bene i i ts together with the v i s i b l e gains l o r indiv iduals from 
education, stimulated an un-precedented growth of enrollment in primary 
schools and of substantial investiments in education at the secondary 
and university l e v e l s . Formal education has been expanding and w i l l 
continue to expand in Kenya also because of what Carnoy _et al_ c a l l s 
educational symbolism, par t ly represented in r e a l i t y , of potent ia l 
social and economic mobil i ty (iDRC, 1980),/ From the s t a t e ' s point of 
view, expanded education helps l eg i t imate the state i t s e l f . In 
addit ion, increased spending on schooling mediates pressure by various 
groups f o r public services and bet ter socio-economic opportunit ies 
f o r their chi ldren. But, although substantial progress was made during 
the 1950s and 1960s educational growth f a i l e d to achieve (a ) a more 
equitable d is t r ibut ion of income and social serv ices and (b ) an equ i l ib -
rium between the productive capacity of the education system and the 
labour 
absorptive capacity of the / market. 
Even though education i s also widely recognized as a major 
iorce f o r promoting socio-economic development, and educational expenses 
are of ten the most important item in developing countries budgets, 
education i s not contributing a l l i t can to development. According to 
the World Bank experts on economics of education, the four main reasons 
f o r education's f a i l u r e to development are underinvestment in educ-
ation as a whole; misal locat ion of resources; the i n e f f i c i e n t use of 
resources within individual schools ' , and inequal i ty in the .d is tr ibut ion 
o" educational costs and bene f i t s among various income groups (World 
Bank, 1980, 1986; Wo l f f , 1984; Woodhall, 1983), Compared with the 
previous f i v e years, the average rate of growth of real public expendi-
ture on education in developing countries declined between 1970 and 1980. 
This trend in public expenditures on education r e f l e c t s two mutually 
re in forc ing fac to rs : the decl ine in many coimtries of overa l l budgets 
in real terms in the wake of the two major world recessions of 1974-75 
and 1980-83, and the l a rge proportion of the government budget devoted 
to education. With t i gh t overa l l f inances, in tersectora l competition 
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f o r resources tends to make education a " v i c t im of budget cuts" (World 
Bank, 1984, p.30; and IDRC, 1982, p .13 ) . Kenya has also experienced 
substantial dec l ines between 1975 and 1 983 from 19.4 to 15.4 percent. 
Underinvestment in education i s r e f l e c t e d not only in a short-
age of new school p laces but a lso in under-spending on cer ta in recurrent 
expenditures. In education, the recurrent cost problem - inadequate 
funding f o r a p r o j e c t ' s operation and maintenance - i s espec ia l l y very 
severe because p r o j e c t s t yp i ca l l y have high r e cur r en t - t o - cap i t a l - c os t 
r a t i o s . The low l e v e l of educational development in Kenya i s a lso 
r e f l e c t e d in high ra tes of adult i l l i t e r a c y . This underinvestment bring 
us to the c r i t i c a l issue of misa l locat ion of resources across l e v e l s of 
school ing. For instance, primary education should r e c e i v e top p r i o r i t y 
because, apart from measurable rewards, investments in the lower l e v e l s 
of education may generate more e x t e r n a l i t i e s than would investments in 
higher l e v e l s , f o r example, lower f e r t i l i t y and be t t e r health and nut r i -
t ion , Spec i f i c f i e l d s ( e . g . , technical personnel in engineering and 
medicine) may be h ighly p r o f i t a b l e from the soc ia l po int of view. How-
ever , the degree o f cost recovery in education i s higher a t the primary 
l e v e l than the higher l e v e l . According to World Bank research repor ts , 
subsidies in higher education have two components: f i r s t , they f u l l y 
cover the d i r ec t cost of education (such as teachers sa l a r i e s and equip-
ment), and students pay l i t t l e , or no tu i t i on ; and second, many students 
8lso r ece i ve l i v i n g al lowances, which o f t en exceed the sum required to 
oover :food, lodg ing and transport (World Bank, 1986, pp. 9-11) , The mis 
a l l o ca t i on of resources across l e v e l s of schooling a lso r esu l t s to i n -
e f f i c i e n c i e s within schools. Often, the mix of purchased inputs, such 
as teacher ' s serv i ces and pedagogical mater ia ls , i s i n e f f i c i e n t . I n -
e f f i c i e n c y also a r i s e s when lower income students with good learn ing 
po ten t i a l are not able to secure p laces a t the next grade l e v e l because 
they drop out f o r economic reasons or because they cannot compete with 
students from higher socio-economic backgrounds or because o f a combin-
at ion of both. The present arrangements f o r f inanc ing and prov id ing 
education contr ibute to both types of i n e f f i c i e n c i e s . The problem has 
worsened in recent years because the cent ra l i z ed f inancing system has 
been slow and even unable to adapt to the s c a r c i t i e s o f publ ic resources 
f o r education. In most cases, managers in the publ ic school system 
have no incent i ve or author i ty to ad just . 
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At the same time, increased schooling may serve to increase 
growth ra tes , r ed i s t r i bu te earnings and l e g i t i m a t e the s ta te . But in 
Kenya, ii: the to ta l demands f o r expanded and improved formal education 
are to be s a t i s f i e d , the percentage of t o t a l product going to educational 
spending may have to be increased substant ia l l y , W i l l suoh increases 
in spending cut in to other investments, and reduce growth rates? I f 
soc ia l pressures f o r increased educational spending are great , how 
should government f inance this spending? I f choices have to be made, 
which l e v e l s of schooling are more p o l i t i c a l l y " c r u c i a l " and which l e s s? 
Do some patterns of spending contr ibute more to more equal earnings 
d i s t r ibut ion? These are p r e c i s e l y the educational f inance issues and 
decis ion i s made, who i s to pay f o r the increased educational spending? 
There i s r e l a t i v e l y l i t t l e l i t e r a t u r e that explores these decis ion and 
how they are reso lved . This Research Proposal i s a response to these 
pressing and unanswered questions and issues. But be fo re we address 
the issues and problems of research p r i o r i t y on cost ing and f inancing 
of educational system in d e t a i l , we b r i e f l y look a t the concepts of 
development and education, 
2, Concepts of Development and Education 
By the l a t e 1960s, the need to widen the d e f i n i t i o n of "deve lop-
ment" beyond a narrow locus on economic production was apparent. In 
1970, the General Assembly of the United Nations reso lved that " . . . as 
the ult imate purpose of development i s to prov ide increasing opportu-
n i t i e s to a l l people f o r a be t t e r l i f e , i t i s essent ia l to expand and 
improve f a c i l i t i e s f o r education, heal th, nu t r i t i on , housing and soc ia l 
2 
we l f a re and to safeguard the environment". This approach to development 
i s aimed a t improving the we l f a r e of human•beings, pr imar i ly in terms 
o f prov id ing goods and serv i ces needed to e l iminate Man i f es ta t i ons of 
pover ty , such as mulnutr i t ion, disease, i l l i t e r a c y , and squalor. The 
development of human resources not only helps a l l e v i a t e pover ty , but 
a lso contr ibutes s i g n i f i c a n t l y to growth in national p roduct i v i t y and 
income. 
This comprehensive approach to development underl ines, the 
importance o f education in three i n t e r r e l a t ed ways. P i r s t and foremost, 
educa t ion i s regarded as a basic human need. People need education to 
acquire a broad base of knowledge, a t t i tudes , va lues, and s k i l l s on which 
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they can bui ld in l a t e r l i f e . Suoh kind of education provides people 
with the po t en t i a l to l ea rn , to respond to new opportuni t ies , to adjust 
to soc ia l and cul tura l changes, and to p a r t i c i p a t e in the p o l i t i c a l , 
cu l tu ra l , and soc ia l a c t i v i t i e s . 
Secondly, education i s also considered as a means of meeting 
other basic needs. Education in f luences and i s - i n turn inf luenced by 
access to other basic needs: adequate nu t r i t i on , sa fe drinking water, 
health serv i ces , she l t e r and securi ty ( j o b ) . Reduction of gas t ro in t es -
t ina l diseases and of pa ras i t es , f o r instance, which can be achieved 
through education, clean water, and health programmes, considerably i n -
creases the nut r i t i on to be gained from a g iven quantity of food. 
Conversely, improvements in nu t r i t i on , pa r t i cu l a r l y in in fants and young 
chi ldren, g r ea t l y improve the i r l earn ing capac i ty , the i r o ve ra l l b ene f i t s 
from education and u l t imate ly the i r p roduc t i v i t y and income. 
Th i rd ly , education i s an a c t i v i t y that sustains and acce l e ra tes 
o v e ra l l development. Education serves r o l e s : (a ) i t prepares 
and tra ins s k i l l e d workers a t a l l l e v e l s to manage cap i t a l , technology, 
se rv i ces , and administrat ion; ( b ) through-trained personnel, developed 
methodologies, and i n s t i t u t i o n a l se t t ings , education f a c i l i t a t e s the 
advancement of knowledge in pure and appl ied f i e l d s ; ( c ) as concern f o r 
the management of the environment, f o r conservat ion, f o r the use of 
energy and f o r achieving a balance between human population and material 
resources mounts, education w i l l be expected to r a i s e the consciousness 
o f people and to prov ide knowledge, s k i l l s and trained manpower to deal 
with environmental issues; and (d ) rapid economic growth, technolog ica l 
advancement, and soc ia l change transform the re la t ionsh ip between the 
indiv idual and soc ie ty and may tear down the t rad i t i ona l supports that 
have provided the soc ia l framework f o r the ind i v idua l , the a b i l i t y o f 
ind iv idua ls to i d e n t i f y with changing culture and f i nd construct ive 
r o l e s in" soc i e t y , depends to a l a r g e extent , on what education can 
prov ide by way of sel f -understanding 7 b e t t e r knowledge of the choices 
ava i l ab l e to soc i e t y , and c r i t i c a l view of the cul ture. 
One must think of education, the re f o r e , not only as a " s e c t o r " 
of development - p a r a l l e l , f o r example, to ag r i cu l ture or industry -
but as a pervas ive element that must be in tegra ted - ho r i zon ta l l y and 
v e r t i c a l l y - into a l l development e f f o r t s (V/orld Bank, 1980). The 
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concept o f education as a pervas ive element has several impl i ca t ions : 
( a ) education must cover a wide spectrum both in content.and in form: 
'(b) general education i s as essent ia l f o r a t ta in ing development ob j ec -
t i v e s as t ra in ing in s p e c i f i c s k i l l s ; ( c ) investment in education and 
tra in ing should be balanced with investments in other f i e l d s so that 
l earners can become involved in product ive tasks in a growing economy; 
and (d ) equity in education and national economic development are mutually 
consistent . 
3, Research Proposal on Costing and Financing of Educational System in 
Kenya. 
Although a l l the four impl icat ions are very important f o r 
research study, the present research proposal deals with the l a s t two ' 
impl icat ions ; ( c ) and (d ) „ The research proposal o r i g ina t es in an 
inquiry as to the real p o s s i b i l i t y of the Republic of Kenya of cost ing 
and f inancing her educational o b j e c t i v e s , bearing in mind the high l e v e l 
of expenditure that has already been reached, the constant r i s e in unit 
costs , increasing ra te of unemployment-, the implimentation of 8^4<-4 
system and the increasing competit ion within the s ta te budgets themselves 
that education w i l l probably encounter in the future from the f inancing 
of product ive investments, debt serv ic ing and other p red i c tab l e expendi-
tures^ 
Vie?/ed in th is l i g h t , the re f o r e , the research w i l l not s t r i c t l y 
be l im i t ed to the study of cost ing and f inancing techniques, but W i l l 
have wider aims, ( i . C , Riak, 1 975., World Bank, 1980; K, K inyanjui , 1980): 
(1 ) To study the rea l wieht of probable f i nanc i a l constra ints on' the 
development of educational system up to the year 2000, 
( 2 ) To i n v e s t i g a t e the var ious cost ing and f inancing methods l i k e l y to 
augment resources and tc de f ine a strategy of educational cost ing and 
l inancing' noxo c l o se l y adapted to soc ia l and economic r e a l i t i e s of the 
Kenyan soc i e ty , 
( 3 ) To analyz e cer ta in a l t e r n a t i v e so lut ions (new structures, new tech-
no log i es , e t c . ) capable, by reducing costs or improving the e f f i c i e n c y 
o f the teaching process, of l ead ing to a be t t e r balance between educa-
t iona l targe t and the resources a va i l ab l e f o r them„ In addi t ion to 
these extremely concrete o b j e c t i v e s , concerned with the rea l problems 
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fac ing educational planners in Kenya, the c o l l a t i o n o f the essent ia l 
data should prov ide the basis f o r the answers to more theore t i ca l ques-
t ions , a f f e c t i n g , f o r example, the type of co r r e l a t i on between educational 
expenditure and the l e v e l of development, between the l e v e l of expendi-
ture and the method of f inanc ing , between the l e v e l of unit costs and 
the development of educational system, etc . 
With these aims in mind, the research proposal should under-
take two types .o f study, F i r s t and foremost, Kenya's study f o r the 
r e t r o spec t i v e (1964-1 986) and prospect ive (198? or beyond) ana lys is of 
the expenditure f inancing and costs of educational system in Kenya; 
the study should, as already stated, revea l both the magnitude and the 
nature of the f inanc ia l constra ints to be • . in the general frame-
work of the development of the economy and the f inances of the s ta te , 
and the l e v e l and various a l t e r n a t i v e forms f o r the poss ib l e develop-
ment of educational system. The study w i l l thus cover the whole f i e l d 
of educational f inancing, costs and p o l i c i e s in Kenya, The second 
aspect of the study should cover d i f f e r e n t poss ib l e methods of f inanc-
ing ( e . g , c en t ra l i z ed , decentra l i sed , pub l i c , p r i v a t e , e t c . ) and, 
e spec ia l l y o r i g i na l ways of ra i s ing supplementary resources, and the 
study ox new educational so lut ions calculated to reduce costs . 
The study should also look a t the past performance of the 
Kenyan economy and p r o j e c t economic performance unt i l 2000 with an eye 
of p ro j e c t ing the maximum amount of resources l i k e l y to be a va i l ab l e 
f o r education, 
4. Suggested Areas f o r Present and Future Research 
. In the present context of these developments in the educational 
system, namely; educational expansion and i t s cost ing and f inancing 
future 
over a per iod of time, i t i s suggested that / research should attempt 
to ampl i fy the i r impl icat ions and to suggest a l t e r n a t i v e s t r a t e g i e s of 
cos t ing and f inancing of education f o r development in Kenya. More spec i -
f i c a l l y , the research p r i o r i t y should study the f o l l ow ing top ics in 
depth: -
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4,1 Sources of Financial Resources; 
(1 ) Publ ic Revenues ( l o c a l , p rov inc ia l and centra l government). 
( 2 ) P r i v a t e Revenues (parents, p r i v a t e indust r i es , f o r e i gn a id , 
f e es and loans balanced by scholarships a t post - elementary 
and l o c a l communities), Kenya i s fac ing a mounting demand f o r 
more and be t t e r education, adequate f inancing i s required to 
produce greater qua l i t y and equal i ty w i th in the educational 
system and costant pressures are appl ied to prov ide addi t iona l 
resources f o r the system. New sources f o r coping with new 
demands f o r more and be t t e r education w i l l be inves t i ga t ed . 
With th i s research proposal , we have the f o l l ow ing important 
f a c t o r s in mind to be considered: 
assessment of educational outcomes, costs per student, de te r -
minants of school achievement, educational and labour market 
data, e f f i e c i e n c y of the tax system, publ ic and p r i v a t e school 
qua l i t y , r e d i s t r i b u t i v e e f f e c t s of educational expenditures, 
requirements to es tab l i sh new schools, salary structure. Sex 
discre iminat ion in the educational and labour markets, student 
loan systems and types of p r i v a t e schools. One of the prac-
t i c a l problems th is research proposal w i l l be doing i s funding 
areas of education in which experimentation, on the f inanc ia l 
plan i s f e a s i b l e without stepping on too many vested toes, 
4 ,1 ,1 Equity Considerations in Financing 
As we said e a r l i e r , education i s a basic r i gh t and a l l i n d i v i -
dual should have equal access to educational opportunity and, more 
important ly , r e su l t s . The basic assumption that there i s some advantage 
in becoming educated i s supported by the high re la t ionsh ip between 
education and income detected in developing countr ies . 
There are three approaches to f inanc ing o f education. The pro-
ponents of government f inancing and government prov is ion always be l i eved 
that prov id ing equal access was a soc ia l r e s p o n s i b i l i t y . Proponents o f 
the f r e e market approach, f r e e in both f inancing and p rov i s i on , obviously 
d i f f e r . They agree in p r i n c i p l e on the need f o r everyone 's equal i ty 
of purchasing power, but they oppose government f inancing and prov is ion 
because they say i t does not do what the government says i t does. P ro -
ponents o f a th i rd s trategy - government f inancing and f r e e market p r o v i -
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sion - b e l i e v e that equa l i za t ion of purchasing power can best be obtained 
with the r approach: Government can g i ve subsidies to ind iv idua ls so 
that the poor have as much purchasing power as the r i ch , but awe f r e e 
to use i t as they wish. One of the major questions the research 
proposal w i l l address i s : How soc i a l l y equitable are the present 
f i nanc ia l arrangements in Kenya? 
4 .1 .2 . Financing f o r E f f i c i e n c y 
In a natural monopoly, such as education, where i t i s d i f f i c u l t 
to introduce e f f e c t i v e l e g a l contro ls and consumers have l i t t l e power, 
a cent ra l i z ed administrat ion operating with some publ ic con t ro l , as do 
a l l c i v i l s e rv i ces , may prove to be a good so lut ion. On the other 
adnin is t ra ter 1 s 
hand, such a system tends to r e f l e c t the / ' . ... tas tes rather 
than the consumers' tas tes . Increased state acceptance o f f i nanc ia l 
r e spons ib i l i t y in education i s sometimes l abe l ed as adminis t rat ive 
overburden o f bureaucracy, whereas p r i v a t e education i s o f t en accused 
o f " s e l l i n g " diplomas without regard f o r sa t i s f a c t o ry academic work 
o f " po l lu t ing " the r es t o f the publ ic system by excluding those students 
with learning or behaviouria l problems. The Coleman Report d i spe l l ed 
some previous b e l i e f s (conventional wisdom) on d i f f e r e n c e s in American 
schools ' performance. Research in some developing countr ies , excluding 
Kenya, has also shown that l i t t l e d i f f e r e n c e in achievement i s observed 
between publ ic and p r i v a t e schools once the socioeconomic l e v e l of . . 
f a m i l i e s i s con t ro l l ed , although several school va r i ab l e s have s i g n i f i -
cant e f f e c t s - textbooks, peer groups, and l ength o f school year 
(Simmons, 1980, p , l 3 7 ) . 
P r i v a t e education tends to be concentrated in densely populated 
urban areas. Sparsely populated rural areas increase the cost of 
educational se rv i ces as we l l as that of transportat ion or l odg ing . 
Extreme c l imates, r isky zones in shanty-towns, L . c o s t - o f - l i v i n g c i t i e s , 
i s o l a t e d mountain and jungle areas a f f e c t s average l e v e l of e f f i c i e n c y 
and ra i s e costs per student. Several questions must be considered be fo re 
a ra t iona l dec is ion i s made in th is regard. How do f r e e market f o r ces 
cope with these problems or s ta te -a id schools adjust to such condit ions? 
What are the major sources of i n e f f i c i e n c y in the current system of 
prov id ing and f inancing of education in Kenya? How e f f i c i e n t are the 
s ta te norms and contro ls? How are consumers made aware o f the qua l i t y 
o f educational i n s t i tu t i ons? What are the soc ia l problems or so lut ions 
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to "education po lut ion"? How can higher costs in areas with special 
problems l o r educating students be subsidized? What would be the 
probable increments in technology generated by the p r o f i t motive? 
4.2 Ways and Means o i Improving E f f i c i e n c y 
The research proposal w i l l c r i t i c a l l y analyze var ious ways 
and means o f improving e f f i c i e n c y in the educational system. How 
e f f i c i e n t and e f f e c t i v e are the f o l l ow ing measures of improving e f f i -
c iency?: 
(1 ) Improvements in the use of s t a f f by increasing the teaching 
l oad and the r a t i o of students to s t a f f , 
( 2 ) El iminating unnecessary d i v e r s i t y or dupl icat ion of courses 
(3 ) Using school space more e f f i c i e n t l y ( e . g . adopting double s h i f t ) . 
( 4 ) Introducing acce lerated courses of study, year-round programmes 
and shorter , more in tens ive t ra in ing per iod , 
( 5 ) Reducing non-teaching costs by improving the student se l ec t i on 
procedures and student-aid p o l i c i e s and lowering costs of 
boarding, 
( 6 ) Improving management through e f f e c t i v e programme budgeting cost 
ana lys is and procurement p rac t i c es , 
( 7 ) E f f i c i e n c y in the f l ow of students - the input/output rat io -can 
be improved by reducing ra tes of r epe t i t i on and dropout, 
(8 ) Improving management capacity - educational personnel at the 
cent ra l , p rov inc ia l and l o c a l l e v e l s need t ra in ing in manage-
ment; how management po l i c y and procedures should be formulated 
in such a way that educational administrators at var ious l e v e l s 
become important par t i c ipan ts in , rather than dispensers o f , 
dec is ions ; and exploring s t r a t e g i e s f o r managing education ( e . g . 
c en t ra l i z ed , decen t ra l i z ed ) , and the adequate l inkages , funct ions 
and l e v e l s of education. 
4.3 The Role and Impact o f Student Loans in Kenya 
In more than th i r t y countr ies , students can borrow to pay tu i t i on 
f e e s or to meet l i v i n g expenses whi le they are enro l led in higher educ-
a t ion , Student loans programme ex i s t s in Kenya. Because many of the 
loan programmes were designed pr imar i ly to expand educational opportuni-
t i e s 
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f o r the poor, the i n t e r e s t charged i s genera l ly below market ra tes . 
Experience in both developed and developing countr ies has shon that 
student loans are f e a s i b l e . However, they are associated with problems 
o f high de fau l t ra tes and the decap i ta l i za t i on of programmes that occurs 
because rea l i n t e r e s t ra tes in some developing countr ies are low or even 
nega t i v e , 
Now, th is research proposal w i l l i n v e s t i ga t e the r o l e and 
impact of student loans in Kenya, The research w i l l focus on ways to 
improve the performance o f the schemes so that de fau l t rates a n d ' c o l l e c -
t ion costs are minimized. I t w i l l examine the impact of student 
loans on student s e l e c t i on . The study w i l l evaluate the bene f i t s 
and costs of introducing loan schemes. I t w i l l f i n a l l y examine the 
appropriateness of the.,terms of repayment to kenya's p r e va i l i ng soc io -
economic condit ions, 
4,4 P r i v a t e and Publ ic Schools in Kenya, 
In Kenya, p r i v a t e schools are subsidized to vary ing extents. 
During 1980-81 , 9 percent of Kenya's t o ta l publ io budget f o r secondary 
education ass is ted p r i v a t e harambee schools b u i l t by l o c a l communities 
through s e l f - h e l p . Schools ass is ted by the Kenyan government account 
f o r 35 percent of t o ta l p r i va t e school enrollment (more than 82,000) of 
a l l secondarjr school students went to harambee schools that r ece i ve no 
government a id; another 20 percent went to harambee schools that did. 
Rigorous comparisons of the r e l a t i v e e f f i c i e n c y of public and 
p r i va t e school are d i f f i c u l t to make because qua l i t y i s v a r i ab l e . But 
we know that in the United States of America the p r i v a t e schools are the 
best that produce most q u a l i f i e d students. In Chi l e , f o r example, 
studies do show that students in p r i va t e schools achieve more academically 
than those in s tate schools a f t e r d i f f e r ence s in socioeconomic back-
ground are taken into account ( Sch i e f e l b e in , 1 985), 'Yet, in Kenya the 
r esu l t s show the opposite even though p r i v a t e schools cost more per 
student to educate. Further research i s needed on the ro l e of p r i va t e . 
schools in contr ibut ing to educational development in Kenya, One concern 
i s the question of how and to what extent the government should exerc ise 
contro l over p r i v a t e schools. Other issues include: What are the f a c t o r s 
that explain the d i f f e r ence s in students performances in both systems? 
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Should the government encourage the expansion of p r i v a t e schools? How 
can th i s be accomplished? What would be the impact of such expansion 
on soc ia l s e l e c t i v i t y in education? What are the d i f f e r ence s i n -
graduates from publ ic or p r i v a t e schools that are a t t r i bu tab l e to each 
type of school? 
4.5 Cost Analys is 
( 1 ) Teachers' sa la r i es 
( 2 ) School equipment and supplies 
(3 ) Teachers re ta in ing costs 
( 4 ) Costs to fur ther and more expensive geographical d ispers ion 
of schooling, 
( 5 ) Administrat ive costs a t l o c a l , p rov inc ia l and central l e v e l s . 
The proposal w i l l examine var ious educational innovations that 
r esu l t in cost reductions made poss ib le by increasing the number of 
students served, decreasing the number of teachers needed, diminishing 
waste ( i . e , , improving the rentent ion and promotion of students, or 
augmenting the share of community contr ibut ions to educational cos ts ) . 
How c o s t - e f f e c t i v e are educational technologies in producing student 
learning? Can they r esu l t in students costs much lower than those i n -
curred in regular schools? Can innovations in non-formal education 
produce p o s i t i v e economic and soc ia l changes a t the community l e v e l , 
par t i cu lary in rural areas? How r e l a t i v e l y expensive or inexpensive 
are these innovat ions, g iven the i r heavy r e l i ance on voluntary support 
a t the l o c a l school l e v e l by both community members and programme p a r t i -
cipants? Much remains to be learned about educational costs and that 
a study i s needed to focus on the school as the unit of ana lys i s because 
i t i s th is l e v e l that appears to be the nost sens i t i v e in the i d e n t i -
f i c a t i o n of sources of i n e f f i c i e n c y as we l l as sources of add i t iona l 
economic support f o r school ing. 
4.6 Data Co l l e c t i on Improvement in Kenya 
I t i s v i r t u a l l y impossible to obtain accurate data on any 
aspect of educational costs and expenditures f o r Kenya, For purposes 
of cos t ing , f inanc ing , planning and ana lys is of education, i t would 
be des i rab le to obtain a standard c l a s s i f i c a t i o n o f information thai 
would be accurate and ava i l ab l e on a systematic basis . Without more 
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accurate cost informat ion, useful analyses are o f t en impossible to 
construct and, there fo re , p o l i c i e s must necessar i l y be made on the 
basis of assumptions that may or may not be v a l i d . 
This research proposal intends to analyze issues in the costs 
and f inancing o:i education in Kenya. Many o f f i c i a l s in both p r i va t e 
and publ ic i n s t i t u t i ons in Kenya complain that education i s g e t t i ng " too 
cos t l y " and th a t they can no longer f inance the development or some-
times, even the maintenance of the i r school system. They ask advice 
on how to reduce costs and/or to recover par t of them by tapping other 
sources. 
Be fore addressing issues in cost ing education and in cost 
recovery , th i s research proposal looks at the a v a i l a b i l i t y and qua l i t y 
of data on the cost of education. The data ava i l ab l e were found to be 
incomplete and unre l iab le f o r the f o l l ow ing reasonss-
a) We have to r e l y almost exc lus ive ly on macrodata taken from 
government budgets. 
b) These data g i ve information on expenditures and not on costs, 
c) The data a va i l ab l e genera l l y show planned, not actual , expendi-
tures. 
d) There i s no standard way to de f ine and c l a s s i f y expenditures on 
educa t ion. 
e) The ir coverage changes from year to year, 
, .proportion 
f ) Some /_ of publ ic expenditures on education comes 
from budgets other than that of -the Minis try of Education; 
the data are thus d i f f i c u l t to synthesize. 
To remedy th is state of a f f a i r s ; c o l l e c t i o n of cost data a t 
the l o c a l l e v e l thuough l o ca l surveys of schools and of households i s 
imperat ive. The work started a t UNESCO and the World Bank to harmonize 
and standardize data on publ ic expenditures on education should be 
pursued and i n t e n s i f i e d . 
Why attempt to reduce the unit cost of education in Kenya? 
Two main sets of reasons c a l l f o r reductions in the unit cost : E i r s t , 
the unit oosts of education a t a l l l e v e l s , but pa r t i cu l a r l y higher 
education, are much higher in A f r i can countr ies than in other countr ies 
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in the same range of per capita income. Second, a t current into costs , 
kenya may not a t ta in her stated ob j e c t i v e s of universal primary educa-
t ion in the next f i f t e e n years. With the reduction in unit cos t , we 
w i l l be able to address the f o l l ow ing quest ions: How w i l l i n g and able are 
parents and students to pay? What i s the l i k e l y magnitude of the extra 
revenue? How can a l t e r n a t i v e f inancing arrangements improve e f f i c i e n c y 
and equity? 
4.7 The Kenyan Economic Performance and the Financing of Education 
(1 ) Economic growth and income d i s t r i bu t i on (1964 - 1986), 
(2 ) Development by major industr ia l sectors . 
(3 ) Supply and use of resources, 
(4) Capt ial formation, 
( 5 ) The work f o r c e , 
(6 ) National Savings, 
( 7 ) Analys is of government revenues and expenditures, 
( 8 ) Balance of payments trends, 
( 9 ) Capital movements and external debt. 
The f inancing of education i s l a r g e l y dependent on the economic 
performance in Kenya, I f the Kenyan economy grows a t , say, 5% or more 
annually, there i s a good chance of sustaining the present l e v e l of 
educational expenditures. On the other hand, low or even negat ive 
economic growth rates along with high i n f l a t i o n may be reducing the 
resources a va i l ab l e f o r education in rea l terms even though proport ional 
spending i s maintained. I f publ ic expenditures are reduced in rea l 
terms, as f o r example, i s pred ic ted f o r sub-Saharan A f r i ca by the World 
Bank, then pressure w i l l undoubtedly f a l l heav i l y .on education budgets 
with adverse consequences f o r medium - and long-term development goa ls , 
In add i t ion , increasing and mounting pressures on educational budgets in 
Kenya could be f e l t i f the developed countr ies economies are not pe r -
forming we l l . For example, the slow down and stagnation of economic 
growth in the developed countr ies can have negat ive e f f e c t s on the 
economies of the developing countr ies . The e f f e c t s of recess ion and 
increas igg cond i t i ona l i t y o f loans , are , there fo re , l i k e l y to threaten 
soc ia l development expenditures in general and education in pa r t i cu l a r , 
as are any reductions in the resources a va i l ab l e from donor agencies. 
This i s e spec ia l l y c r i t i c a l f o r the low-income, o i l - impor t ing develop-
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ing countr ies l i k e Kenya where the bulk of external f inance i s provided 
by O f f i c i a l Development Assistance. There i s , there fo re , a need to 
analyze the Kenyan economic performance, taking into condiderat ion the 
domestic and internat iona l determinants of the Kenyan economy. The 
study should look at the past performance of the Kenyan economy and 
p r o j e c t economic performance unt i l the year 2000 with an eye of p r o j e c t -
ing the maximum of resources l i k e l y to be a va i l ab l e f o r f inancing of 
5 
education. 
5. Cost and Financing o f Education Analys is : Meaning and L imi ta t i ons 
Analyses' of costs represent attempts to render investment 
dec is ions r a t i ona l . The most l o g i a a l way to choose among a l t e r n a t i v e 
investments i s to compare ant i c ipated bene f i t s against required resources. 
This reasoning has been appl ied to educational decis ion f o r sometime. 
Major d i f f i c u l t i e s remain, however, regarding the concepts being used, 
the assumptions made to measure these concepts the su i tab le r e f e r en t s in 
comparing costs , the methodologies used to ascer ta in c o s t - b e n e f i t r a t i o s 
and cost e f f e c t i v e n e s s and the tendency to quant i fy b e n e f i t s of d i f f u s e 
nature or outcomes what have d i f f e r e n t values depending on the soc ia l 
Or personal ob j e c t i v e s , .. • 
Cost would seem to be a concept easy to measure than bene f i t s 
or e f f e c t i v e n e s s , ye t problems emerge when one confuses cost with ex-
penditure, the l a t t e r r e f e r r i n g to costs described in o f f i c i a l budgets. 
One way o f measuring unit costs i s that of the cost to produce one 
graduate at each l e v e l , Basic t oo l s , such as c o s t - b ene f i t or cos t -
e f f e c t i v e n e s s ana lys is , may have l i m i t a t i o n s in encompassing, most of 
the b ene f i t s and some of the costs invo lved , so i t i s d i f f i c u l t to make 
genera l i za t i ons on the e f f e c t s of e f f i c i e n c y in f inanc ing . 
Education and f inance are concepts used here in a wide sense,. 
The f i r s t includes formal, nonformal and eventual ly in formal . Education 
i s wha t i s taught in school and school—related experiences l i k e sports 
teams and theatre groups. I t r e f e r s to l earn ing that can take p lace 
outs ide the school as wel l as ins ide , llonfortnal education r e f e r s to 
organized educational a c t i v i t i e s that occur outside the school, l i k e 
adult l i t e r a c y courses and agr i cu l tura l extension serv ices . Learning 
that i s not organized oan be termed informal education and includes a l l 
- 15 -
IDS/WP 448 
forms of nonschool experience (Simmons, 1973, P«3)# Finance includes 
the sources and management of educational f inance as we l l as the process 
of spending and using funds. Financing of education, in po l i c y terras, 
should take in to account comparisons over time: e f f e c t s o f changes in 
mechanisms or in b e n e f i c i a r i e s ; modi f i cat ions in f a c t o r s a f f e c t i n g demand 
f o r education; introduct ion of more e f f i c i e n t technolog ies ; use of new 
sources; changes in process that a f f e c t costs per student; and o b j e c t i v e 
ind ica tors of the e f f i c i e n t use of funds (iDRC, 1983, p-19j 1982). 
In the proposed study, four issues r e l a t i n g to educational 
f inancing w i l l be examined in d e t a i l ; l e v e l of f inanc ing , sources of 
funding, e f f i c i e n c y and f inanc ia l meachnisms. Financing i s d i r e c t l y 
r e la ted to e f f i c i e n c y because the more e f f i c i e n t the educational system 
the l e s s lunds w i l l be required to f u l f i l l i t s goa ls ; more can there fo re 
be accomplished with a budget. E f f i c i e n c y i s weighed by the b ene f i t s 
derived and these depend on the basic phi losophic issues and on a b i l i t y 
to assess them. 
6, Rgearch Methodology 
This invo l ves the a c t i v i t i e s and procedures of the study. The 
study w i l l prov ide an opportunity to t e s t d i f f e r e n t approaches f o r 
conducting cost ing and f inancing of education f o r development in Kenya. 
The study i s subdivided in to two main phases, corresponding to two 
per iods , 1960-1985, the r e t r ospec t i v e per iod , and 1986-2000, the pros-
pe c t i v e one. The per iod , 1 964-1 986, should, as stated above, reveal 
both the magnitude and the nature of the f inanc ia l constra ints to be 
expected in the general framework of the development of the economy and 
the f inances of the s ta te and the l e v e l s and var ious a l t e r n a t i v e forms 
f o r the poss ib l e development of educational system. Whereas, the second 
per i od , 1987-2000, w i l l cover d i f f e r e n t poss ib l e methods of f inancing and, 
e spec ia l l y o r i g ina l ways o f ra i s ing supplementary resources, and the 
study of new educational so lut ions ca lculated to reduce costs . 
The f i r s t phase of the research study w i l l i nvo l v e the c o l l e c -
t i on , and generat ion of data and review of present re l evant l i t e r a t u r e 
on the economics of cost ing and f inancing of education f o r development 
in Kenya. The s ta r t ing po in t of Phase One, w i l l be to search f o r 
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re fe rences r e l a t ing to a va i l ab l e research f ind ings on the economics of 
cost ing and f inancing in Kenya. The data sources f o r th i s review w i l l 
include unpublished and published p r o j e c t repor ts , journal a r t i c l e s , 
in terna l and external evaluat ions, and books. Sources may vary treme-
ndously in academic r igour , ranging from impress ion is t ic statements 
of cost reductions to soh is t i ca ted cost e f f e c t i v e n e s s analys is based 
on data derived :> rorn c a r e f u l l y designed study. 
The l i t e r a t u r e review w i l l g i v e us the present status of the 
research on the Economics of the Costing and Financing of Education in 
Kenya, At any ra t e , the lack o f research mater ia l on the topic w i l l be 
the important reason f o r the need to carry out serious research to 
generate re levant and r e l i a b l e data to adequately answer the vexing 
research questions posed e a r l i e r on. Phase One of the research study 
w i l l a l s o ' l o ok at data'on recurrent expenditures by sectors (publ ic and 
p r i v a t e ) ; sources ( c e n t r a l , p rov inc ia l and l o c a l ) ; l e v e l s (primary, 
secondary, and h i ghe r ) ; ownership (government, community,and p r i v a t e ) ; 
and types ( s a l a r i e s , general expenses, study a id , and f a c i l i t i e s ) . 
These data w i l l be supplemented with household and school survey data, 
plus .few school case studies. 
Phase Two w i l l cons is t of the f o l l ow ing a c t i v i t i e s : Cleaning, 
coding and' entering data in to the computer system; processing and analyz-
ing data; publ icat ions and disseminations of the f ind ings and recommend-
at ions of the study. For h i s t o r i c a l data, uni t costs per student and 
comparisons with GNP or GDP and to ta l publ ic budget w i l l prov ide a basis 
f o r analyses - mainly dev ia t ions r e l a t i ng to reg ional averages and 
changes our time. Time se r i e s data on educational funds w i l l be re la ted 
to the to ta l expenses with uni t costs , enrollments ra tes , and proport ion 
oi the population age, 
procedures 
• Other a c t i v i t i e s and L ' in Phase Two w i l l include the 
f o l l ow ing : 
a ) Data from expenses - per - student study should y i e l d accurate 
estimates of cos ts : applying units costs instead of cash f lows 
should prov ide information on the use of resources. Such,data 
are also useful f o r i d e n t i f y i n g the main f a c t o r s a f f e c t i n g 
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unit costs a t the micro l e v e l - the school as the unit o f 
ana lys is . 
b) Household data f o r household dec is ion making. At tent ion w i l l 
locus on the f a m i l y ' s contr ibut ion to the education of i t s 
members. The study w i l l consider d i r e c t contr ibut ions as we l l 
as expenses r e l a t ing to school attendance and foregone income 
We need research f ind ings on the household dec is ion - making 
to inves t in i t s members' education, 
o) Study on subsidies. We need to study the d i s t r ibu t i ona l e f f e c t s 
of subsidies on enrollments or achievement. More care fu l 
analyses of costs in higher education w i l l a lso be carr ied out. 
As a par t o f higher education, students loans systems w i l l be 
evaluated in terms of the i r soc ia l impact, .student debt c e i l i n g s , 
.required 
and the cap i ta l /_ v. under a set o f macro-economic constra-
in t s . Report on the proport ion o f de fau l t s and some information 
on the administrat ion of loans w i l l a lso be carr ied out, 
d) Simul at ion or opt imiz ing model w i l l be used f o r educational 
dec is ions: i t e r a t i v e procedures l o r computing the amount of 
resources required and cross-sect ion data w i l l be used to 
estimate equations f o r future school demand, including as 
independenct va r i ab l e s energy consumption, b i r th ra tes of 
urban population and male pa r t i c i pa t i on rates in the labour 
f o r ce , 
e ) E f f i c i e n c y and Equity Study, The issue o f who bears the cost 
and who b ene f i t s from education should also be considered. This 
w i l l be done by comparing the socioeconomic p r o f i l e o f the 
general population that pays taxes with the p r o f i l e of those 
enro l led at d i f f e r e n t l e v e l s and in d i f f e r e n t types of educa-
t ion, Such background analys is can help a l t e r f inancing 
arrangements that are i n e f f i c i e n t or inequ i tab le or both. 
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l i s t e d here. For- the Selected References at the end of this paper, 
see, f o r example, David, Abernethy, Lev/is Brownstein, David Court, 
Kabiru Kinyanjui, J.A. Nkinyangi, I .C , Rialc and Pauline E, Riak, 
World Bank. 
2, See United Nations, Resolutions Adapted by the General Assembly 
during I t s Twenty-Fifth Session. 15 September - 17 December, 1970. 
Supplement No. 28 (A/8023J United Nations, New York, 1971, p. 41* 
3, Ib id - p.41. 
4, See f o r example, Sessional Paper No,1 of 1986 on Economic Management 
f o r Renewed Growth,Republic of Kenya, (pp. 26—1r1 ) ; Colin B. Macka.y, 
Second University in Kenya: Report of the Pres ident ia l Working Par ty , 
Government of Kenya, 1981, S.H, Ominde, Kenya Education Commission 
Report Part I and I I . Government of Kenya, 1964, and The Report of 
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Kenya, 1983. 
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